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This matter is before the Court on the debtors’ objection
to the claimof Onyx Acceptance Corporation (“Onyx”), which is
secured by the debtors’ vehicle. Onyx asserts that the debtors’
obj ection, which was filed al nost a year and a half after Onyx's
claimwas filed and subsequent to plan confirmation, cones too
| at e. Accordingly, Onyx urges the Court to overrule the
debtors’ objection and allow its claimas fil ed.

The facts are not in dispute. The debtors’ Chapter 13 plan
was filed in Septenber 2001 and proposed to pay secured
creditors the value of their collateral. The plan specifically
menti oned Onyx as such a creditor and estinmated its secured
claimat $20,450.00. On Novenber 13, 2001, Onyx filed a proof
of claimin the amobunt of $26,263.28 and asserted that its claim
was fully secured by a lien on the debtors’ 1999 Chevrol et
truck. The debtors did not object to Onyx's claim and the

debtors’ plan was confirnmed on Decenber 13, 2001.

Subsequently, on May 28, 2003, the debtors filed their



objection to Onyx’s claim The debtors nmaintain that the val ue
of their vehicle is $19,300.00, rather than $26, 263. 28 as stated
in Onyx’s proof of claim Onyx, however, argues that the
debtors have waited too long to object to its claim Onyx
asserts that, under the Seventh Circuit’s decision in Adair v.
Sherman, 230 F.3d 890, 894-95 (7th Cir. 2000), the debtors were
required to object prior to confirmation to any clainms that had
been filed at that tinme, because the confirmation order fixes

the parties’ rights and is res judicata as to matters that were

or could have been determ ned at confirmtion.

Section 502(a) of the Bankruptcy Code provides that “a cl aim
or interest, proof of whichis filed . . . , is deened all owed,
unl ess a party ininterest . . . objects.” 11 U S.C. 8§ 506(a).!?
Whi | e a debtor nust object to prevent a claimfrombeing all owed
as filed, there is no statute or rule that provides a deadline
for filing such an objection. Under Bankruptcy Rule 3002, a
creditor may file a proof of claimup to 90 days after the first
date set for the 341 neeting of creditors. See Fed. R Bankr
P. 3002. Because confirmation generally takes place well before

the time for filing clainms has el apsed, debtors rarely object to

1 Section 502(a) is inplemented by Bankruptcy Rul e
3001(f), which provides that “a proof of claim]|[properly
executed and filed] shall constitute prinma facie evidence of
the validity and amount of the claim” Fed. R Bankr. P
3001(f).



claims prior to confirmation. See In re Johnson, 279 B.R 218,
221 (Bankr. M D. Tenn. 2002). I ndeed, in the absence of a
provisionlimting thetime to object to clainms and presum ng no
equi tabl e consi derations prevent it, debtors may object to a
creditor’s proof of claimanytine before the order of discharge

is entered at the conclusion of the case. See In re Barton, 249

B.R 561, 565-66 (Bankr. E.D. Wash. 2000).
In this case, Onyx argues that a different result should

obtain based on the court’s ruling in Adair v. Sherman. Onyx

points out that its proof of <claim was filed prior to
confirmation and argues that, under Adair, when a proof of claim
is filed prior to confirmation and the confirmation order is
entered w thout objection by the debtor to the claim the
debtor is precluded from objecting to the creditor’s claim
t hereafter.

I n Adair, an individual who had previously filed a Chapter
13 case and had a plan confirnmed subsequently sued under the
Fair Debt Collection Practices Act, alleging that one of his
creditors had overval ued collateral securing its claimin the
Chapter 13 case. The Seventh Circuit Court of Appeals held that
the former debtor’s suit was barred under the doctrine of issue

preclusion and refused to allow the debtor to file “a post-



confirmation collateral action” that called the proof of claim
into question. Adair, 230 F.3d at 895. The court based its
ruling on the fact that the debtor had notice of the proof of
claim prior to confirmation, but chose not to object to it.
Id., at 894. Citing decisions fromother circuits that “once a
bankruptcy plan is confirnmed, its terms are not subject to
collateral attack,” the Adair court concl uded:

[When a proof of claim is filed prior to

confirmation, and the debtor does not object prior to

confirmation, the debtor nmay not file a post-
confirmation coll ateral action that calls into
guestion the proof of claim
Id., at 894-095. Ot herwi se, the court stated, to allow
collateral attacks on such claims “would give debtors an
incentive torefrain fromobjecting in the bankruptcy proceedi ng
and would thereby destroy the finality that bankruptcy
confirmation is intended to provide.” 1d. at 895.

The debtors maintain that Adair is distinguishable fromthe
present case because they objected to Onyx’s claimwi thin the
time allowed for objecting to clainms in the bankruptcy case
itself rather than attacking the claimin a collateral action
filed after the case was closed. This argunent, however,
overl ooks the basis of the court’s ruling in Adair. The

underlying theme of Adair is one of equity and fairness, as

evi denced by the court’s concern that debtors have adequate tine



to prepare an objection to a claimfiled prior to confirmation
and that creditors filing such claims be assured of finality
once such notice and opportunity has been provided. See id. at
894 nn.4 & 5, 895.

Al t hough the debtors here, unlike in Adair, objected to
Onyx’s claimwithin the bankruptcy context, they were, as in
Adair, “put on notice” of Onyx’'s proof of claim prior to
confirmation, but “chose not to object to it.” Adair, at 894.
Then, after a hiatus of alnpst a year and a half, the debtors
objected to Onyx’s claim alleging that the value of the
collateral at the time of filing was considerably |ower than
that stated by Onyx. Gven the Adair court’s rationale that,
when a claimis filed prior to confirmation, a debtor nust act
promptly to have the claim determ ned or be foreclosed from
chal I engi ng the claimfollow ng confirmation, the Court finds no
grounds, on the facts of this case, to allow the debtors to
object to Onyx’s claim at this tine. The confirmation order
determ ned the parties’ rights as they existed at that tinme, and
despite being put on notice of Onyx's <claim prior to
confirmation, the debtors made no effort to chall enge such claim
or bring the clains issue before the Court for determn nation.

This does not mean, however, that Onyx's claim nust be

allowed as filed in the amount of $26,263.28, as Onyx was al so



put on notice that the debtors disputed this anount by the terns
of the debtors’ Chapter 13 plan, which estimted the val ue of
Onyx’s claim at $20, 450. 00, an anount substantially |ess than
Onyx's filed claim The debtors’ plan was not silent regarding
Onyx’s claim but specifically listed an estimted amunt of
Onyx's claim Onyx cannot say it relied on its filed claimto
its detriment or that it was prevented from objecting to
confirmation of the debtors’ plan because it assuned the debtors
had no objection to the value stated inits claim Thus, while
the debtors were rem ss in not objecting to Onyx’s claim Onyx
was |likewise remiss in failing to object to confirmation of the
debtors’ plan, which would have brought the issue of the val ue
of Onyx’s claimbefore the Court for determ nation.

Under this scenario, equity and justice require that both
parties be precluded fromchanging their positions at this tine.
Onyx relied on the anmpunt of its filed claim at its peril
choosing to ignore the value stated in the debtors’ plan, while
the debtors made no effort to challenge the value asserted by
Onyx inits filed proof of claim Accordingly, the Court finds
that Onyx’s clai mshould be allowed in the anount of $20, 263. 28,
the anount initially set forth in the debtors’ plan. The Court,
therefore, overrules the debtors’ objection to Onyx's claim but

determ nes the value of Onyx's claim to be $20, 263. 28. The



trustee shall pay this claimaccordingly.

SEE WRI TTEN ORDER.

ENTERED: July 28, 2003
/9 Kenneth J. Meyers
UNITED STATES BANKRUPTCY JUDGE



